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INTERSTATE COMMERCE COMMISSION
An extension of time to file comments on a proposal concerning certification of Railroad
Annual Report R-I by Independent Accountant has been granted by the Interstate Com
merce Commission (see the 7/22/85 Fed. Reg., pp. 29706). The notice of proposed
rulemaking first appeared in the 5/1/85 Fed. Reg. and proposed to have the railroad’s
independent accountants certify the annual reports filed with the ICC. Comments will
now be received until 8/16/85.
FEDERAL HOME LOAN BANK BOARD
Preferred Stock as Regulatory Net Worth is the title of a notice of proposed rulemaking
by the Federal H o me Loan Bank Board (see the 7/23/85 Fed. Reg., pp. 29985-88). In
part, the Board is proposing to allow preferred stock that is redeemable to the
option of the issuer to be included as regulatory net worth only if the security
form of the preferred stock has been approved by the FSLIC prior to issuance of the
security and the form of the security states that no redemption may be made if, after
giving effect to such redemption, the insured institution would fail to meet its reg
ulatory net worth requirement. In addition, the Board is proposing to allow manda
torily redeemable preferred stock to be included as regulatory net worth only if an
application to include such preferred stock has been filed with and approved by
FSLIC. Comments must be received by 9/17/85. For further information contact James
Underwood at 202/377-6649.
TREASURY, DEPARTMENT OF
Proposed and temporary regulations relating to employee tip reporting and substantiation
requirements have recently been issued by the IRS (see the 7/23/85 Fed. Reg.,
pp. 29964-67, 29990). Under the regulations, workers must keep "sufficient evidence"
of the amount of tips received during the year. Employees are given the choice of
either keeping a daily log of tips or "other evidence which is as credible and relia
ble as a daily record." According to the IRS, employees would not have to abide by
the new recordkeeping rules until 10/1/85. Additionally, the temporary regulations
reflect a reduction from 5% to 2% in the minimum amount of tip income that employers
must allocate to workers who fail to report tips aggregating 8% or more of the
establishments gross receipts. In order to receive the lower allocation rate a major
ity of workers must request it. The tip reporting requirements were originally im
posed by the 1982 TEFRA and amended by the 1984 Tax Reform Act. Comments are request
ed by 9/23/85. For further information contact Gail Morse at 202/566-3297.

Guidelines for reporting and withholding on taxable noncash fringe benefits have recently
been released by the IRS (see IR-85-70). The guidelines have a special accounting
rule under which employers may treat the value of fringe benefits provided in November
and December of a calendar year, or shorter period, as paid in the subsequent year.
Additionally, the IRS noted that employers who decide not to withhold income taxes
on the fringe benefit value of employees' use of highway motor vehicles will be given
until 9/1/85 to notify employees of this decision. According to the Service, tax
payers may rely on these guidelines until the issuance of regulations. However, if
the guidelines are revised by the new regulations the revisions will have prospective
effect only. The guidelines will appear in Internal Revenue Bulletin No. 1985-31,
8/5/85. For further information contact the Public Affairs Office at 202/566-4024.
SMALL BUSINESS ADMINISTRATION
Small Business Administration funding legislation, S. 408, was passed by the Senate
on 7/16/85 by a vote of 94 to 3. The bill was originally introduced by Senators
Lowell Weicker, Jr., (R-CT) and Dale Bumpers, (D-AR) on 2/6/85 and authorizes SBA
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programs and activities for FY 85-FY 88. Sen. Weicker stated that, "The Senate's
action in passing this three-year blueprint for SBA, assures the American small
business sector that the essential assistance and credit avenues provided by the
agency will remain available to small firms." In a press release he characterized
S. 408 as preserving "the agency's basic core of credit, management assistance and
disaster programs, as well as much of SBA's field structure." S. 408 maintains the
following SEA programs: 7(a) Loan Guarantee Program, Small Business Investment Com
pany Program, Minority Enterprise Small Business Investment Company Program, 503
Certified Development Company Loan Program, Physical Disaster Loan Program, Small
Business Development Center Program, Small Business Institute Program, Service Corps
of Retired Executives, Active Corps of Executives and the Surety Bond Guarantee Pro
gram. The bill achieves a $2.5 billion change by freezing the budget in FY 86, ter
minating seme programs and making some policy changes. A similar House bill, H.R.
2540, is expected to be considered by the House at a future date. In a related mat
ter, Sen. Weicker announced the formation of the Senate Small Business Committee's
National Advisory Council for the 99th Congress. The Council regularly advises the
Committee about issues and problems confronting small businesses.
UNITED STATES INFORMATION AGENCY
Anthony J. Gabriel, CPA has been named Inspector General for the U.S. Information Agency.
He has spent nearly 30 years performing audit and investigative work for the U.S.
government and was the former Deputy Inspector General for the Department of Agri
culture. Mr. Gabriel also served as the Assistant Inspector General for auditing at
the National Aeronautics and Space Administration. Mr. Gabriel has a B.S. in account
ing from the University of Scranton and an M.A. in management and supervision from
Central Michigan University. He is a member of the Virginia Society of Certified
Public Accountants and has been a member of the AICPA since 1971. In a related
matter three AICPA members have been named to an advisory panel formed by the Inter
nal Revenue Service concerning the revision of Form 990 for tax-exempt organizations
and private foundations. They are Ronald J. Bossio, CPA, Financial Accounting Stand
ards Board; Samuel L. Steinwurtzel, CPA, Martin & Martin; and T.J. Racek, CPA, Part
ner, Arthur Andersen & Co. Mr. Bossio has been a member of the AICPA since 1975,
Mr. Steinwurtzel since 1980 and Mr. Racek since 1961.

SPECIAL: GOVERNMENT SECURITIES DEALER BILL MOVES CLOSER TO FULL HOUSE VOTE
An amendment in the nature of a substitute to H.R. 2032, the "Public Securities Act of
1985", was approved by a unanimous voice vote of the Energy and Commerce Teleccmmuni
cations, Consumer Protection and Finance Subcommittee on 7/25/85, and will be acted
upon by the full Committee this week. This amendment contains significant changes
from the bill as introduced earlier this year and largely results from the testimony
received by the Telecommunications Subcommittee in a hearing on 6/26/85, the third
in a series of hearings on problems in the government securities markets (see the
7/1/85 Wash. Rpt.). At that hearing, the Subcommittee heard testimony from Paul A.
Volcker, Chairman, Board of Governors of the Federal Reserve System that he favored
creation of a new self-regulatory organization for government securities dealers,
consisting of 7 to 9 members, "unique to this market and limited in mandate". He
also agreed to the primary role for the FED, with consultation with the Treasury
and SEC. The amendment, in the nature of a substitute to H.R. 2032, was authored
by Subcommittee Chairman Timothy E. Wirth (D-CO) who acknowledged the assistance of
Reps. John D. Dingell (D-MI), Thomas A. Luken (D-OH), A1 Swift (D-WA), Matthew J.
Rinaldo (R-NJ) and Michael G. Oxley (R-OH).
H.R. 2032, as amended, would authorize the creation of a 9 member "Government
Securities Rulemaking Board," a self-regulatory organization comprised of industry
and investor representatives under the supervision of the Federal Reserve, to draft
rules for government securities dealers. The Fed would have the power to approve
or disapprove its rules. Mandatory rulemaking by the new Board would be confined
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largely to those areas identified by numerous witnesses before the subcommittee,
including Federal Reserve Chairman Paul Volcker: registration, record-keeping, and
financial responsibility.
In two other additional areas of rulemaking, margin re
quirements and the regulation of "when-issued" trading, primary rulemaking authority
would rest with the Federal Reserve, which would promulgate rules if it determines
the rules of the Board "are not and would not be sufficient" to affect the purposes
of the Board. Finally, the Board would be given authority to propose rules relating
to the operational capability of government securities dealers and brokers.

SPECIAL: BILL TO LIMIT CIVIL RICO IS SUBJECT OF HOUSE HEARING
H.R, 2943, a bill to "disallow the continued use of civil RICO as a weapon to harass
and threaten legitimate business", was the subject of a hearing by the House Judi
ciary Committee’s Criminal Justice Subcommittee on 7/24/85. Speaking on behalf of
his bill, Rep. Frederick C. Boucher (D-VA) referred to a recent decision by the
U.S. Supreme Court which by a 5-4 vote held that civil RICO may be applied in the
absence of a prior criminal conviction (see the 7/8/85 Wash. Rpt.). He stated:
"The court has, in effect, invited Congress to revisit the civil RICO provisions
and restrict the applicability of the statute to cases clearly involving criminal
RICO conduct. H.R. 2943 is an appropriate congressional RSVP to the court’s invita
tion."
Among the witnesses appearing before the Subcommittee was the Honorable
Newton N. Minnow, former Chairman of the Federal Communications Commission and prior
Chairman of the Public Review Board of Arthur Andersen & Co. In part, Mr. Minnow
stated: "Congress designed RICO as a means of combatting the infiltration by organ
ized crime into legitimate businesses. Civil RICO, however, has been stretched far
beyond that purpose and is fast becoming the most important federal remedy in busi
ness and commercial litigation. Civil RICO claims are routinely asserted in such
litigation regardless whether the defendants have any connection to what is commonly
considered organized crime. Although some commentators have viewed RICO’s legis
lative history with hindsight in an attempt to justify this expansive application of
civil RICO, the legislative history provides no support for the proposition that
Congress intended RICO to become, as it has, a treble damage remedy for virtually
all business torts. That conclusion is particularly compelling given that the RICO
civil damage remedy is a powerful weapon indeed. Defendants who wish to fight RICO
claims asserted against them must endure costly and protracted litigation and the
tremendous risk of a treble-damage award, both while facing damaging accusations of
"racketeering" activity. Ironically, and sadly, the civil provisions of RICO have
had virtually no effect on what was Congress’ purpose— the eradication of organized
crime." Additional hearings by the Criminal Justice Subccmmittee on RICO are expect
ed in September. The Senate Judiciary Committee is also expected to conduct a RICO
hearing this month.
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